INTERNAL REVENUE SERVICE DEPARTHENT OF THE TREASURY
DISTRICT DIRECTOR

31 HOPKINS PLAZA -

BALTIMORE, MD 21201

PERSQON TO CONTACT:

I
_ CONTACT TELEPHONE NUMBER:
I

REPLY TO: S
CERTIFIED MAIL: pate: AG — & $998
Deayr Applicant:

We have conpleted our review of the application for recegnition
of exemption from federal income tax under section 501(c)(3)

of the Internal Revenue Ccode and have determined that you do

not gualify for exemption under this section. Our reasons for
this conclusion and the facts on which it is based are explained
below. :

The evidence submitted indicates that ycu were incorporated
I | under the laws of I
B 0 chgage in any lawful business purpose to be
conducted on a not-for-profit basis.'" These Articles of
Incorporaticn further provide that this corporation is also
organized and operated exclusively for charitable, religious,
educational and scientific purposes within the meaning of section
501 (c){3) of the Internal Revenue Code. &adequate provision
has been made in your Articles of Incorporation to provide for
the distribution of yourw organization's assets in the event
your organization dissolwves. In reviewing the copy of the
aArticles of Incorporation which was submitted with your
application, we have not been able to determine whether the
amendments have been properly filed with IS
since the amendments appear to have been
pasted irTto the document.

The primary activities of your organization are described as
follovs:

1. Publication of a newsletter, IIIIIIENINGEGEGE -
This document is a newsletter published by
I - ich presents strategies for
removing bank trustees or gaining concessions,
tips on hiring representation, news on legisla-
tive reform and practical hints on sele=ting
a corporate fiduciary.



2. Publication of |GGG - cuide
books and articles of special interest to
beneficiaries trustcrs.

3. Maintenance of a Reference Service. This serxvice
provides free copies of articles from the trade
literature on trusts and estates.

=

. . $ CSpccialized in-depth reports
such as how to select a corporate trustee, create
a trust instrument that favors the interests
of the beneficiary rather than those of the
fiduciary. These reports also discuss the
cocuplaints raised by beneficiaries with bank
managed trusts.

5. vedia Package. Free copies of current and past
media articles (dating toc NN ) zbout the
problems faced by beneficiaries and trust
creators.

6. Individual Counseling. Individual counseling
provided on z cne-to-one basis.

Other activities of I :1clude promoting legislative
reform in [ c:signed to make it easier for a
beneficiary to remove an unsabisfactory corporate trustee.

On the federal level, I ::-:s the intervention of
the I i rcforming

the administvation of personal trusts by national banks.

You estimate that you have provided assistance to approximately
B individuals. Income to your organization comes from sales
of subscriptions and publications and membership fees. The

fee for an individual membership or trust creator is $HE for
B nontlys. Membership fees for individuals providing
professiocnal services (legal, brokerage and estate planning

are S cach). Additional funding for these activities has

also been donated by vour founder, NG -

Expenses have been shown for typing, copying, postage, telephone,
travel, supplies, reference materials and legal services.

Section 501(c)(3) of the Internal Revenue Code provides for

the exemption from federal income tax for organizations organized
and operated exclusively for charitable, religious, educational
and other stated purposes, nc part of the net earnings of which
inures to the benefit of any private shareholder or individual.



Section 1.501(c){3)~-1(a)(1} of the Income Tax Regulations
provides that in order to qualify for excemption under section
507(c)(3) an organization musti be bcth organized and operated
exclusively for one or more exempt purposes. Failure to meet
either the organizational or operational test will disqualify
an organization from exempticn under this section.

Section 507(c)(3)-1(k)(1) of the Income Tax Regulations specifies
that an organization is organized for one or more exempt
purposes, if its Articles of Incorpcration limit the purposes

of such organization to =sXempt purposes.

Section 1.501(c){3)-1(b)(iv) of the Income Tax Regulations
specifies that an organization is not organized exclusively

for one or more exempt purposes, if by the terms of its artlicles,
its purposes are broader than the purposes specified in section
501(c)(3).

Section 1.501(c)(3)-1{(b)(4) of the Regulations provides that

an organization is not organized excliusively for one or more
exempt purposes unless its assets are dedicated to an exempt
purpose. An organization's assets will not he considered
dedicated to an exempt purpose if, upon dissolution, such assets
would, by reason of a provision in the orcanization's articles
or by operation of law, be distributed for one or more exempt
purposes or to the Federal government, or to a state or local
government for a public purpose.

Section 1.501(c) (1) of the Regulations provides that an
organization will be regarded as "operated exclusively" for
one or more exempt purposes only if Articles of Incorporation
limit the purposes of such organization to exempt purposes.

Section~-501(c)(3)-1(d)(1) of the Income Tax Regulations states
that an organization is not crganized or operated for any purpocse
under segtion 501(c)(3) unless it serves a public rather than

a private interest. Thus, to meet the requirements of this
subparagraph, an organization must establish that it is not
organized and operated exclusively for the benefit of private
interests such as designated individuals, the creator or his
family, shareholders of the organization or persons controlled
directly or indirectly by such private interests.

1.501(c)(3)-1{3)(3) (i) of the Income Tax Regulations defines
education as:



{a) the instruction or training of an individual for the
purpozse of improving or dcveloplng his czpabilities; or

(b) the instruction of the public on subjects useful tc
the individual and beneficial o L% community.

“These reyulations define an educational crganization as:

ary o1 se

ima c v school, college or trade
a5 a regular fs
a y

lity, a regularly scheduled
lled bocdy of students in
educational activities

1. ropr
school which h
curriculum and
attendance at a place where ith
are carried on;

2. An organization whose activities consist of presenting
public discussicn groups, forums, panels, lectures or other

similar programs.

3 anizaltion which presents a course of instructicn
by means of COrlcSLC wience or through the utilization of radio
or 1 '

1. Museums, zeoos, planetariums sympbony orchestras and
other similar oxg&ni:aticns.
In Better Business Bureaun v. Unitsd States, 326,

the court held that
1f substantial in n:
501 (c)(3) reaard1c"~
purposes, To gualif
the applicant organ:

j.8. 279-283,
rempt purpose,
der secticn
truly exempt

of a single non-
destroy enpmn% ien a

the nusker or importance o

exempiion under scetion 301(¢)(3),

on must show that (1) it is organized

and operaced exclus for relirious, charitable or other

stated purposes, (H no part of the net earnlngs inures

to the benefit of a private individual or bhﬁ‘ holder, and (3)

hat o substantial part of its activities consishs of the

dissemnination of n» og'uanda oY othexrwvise enpting un influence

legislation or engnging in pelitical ﬂctiVl Y. See Kenner v.

Commissicner, 318 F. Zznd, 632 (Fth Cip. 1263).
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Organizations that arve organized and operated on a neonprofit
basis do not alwayg qualify for exemption under section
(3 at

- L\
501{c)(3). The fact ¢ an organization does not make a profit
is not the controlling factor. See Baltimore llealth and Welfare
Fund v. Commissioner, 82 T.C. 8§51 (1978); and B.S.W., Group v.
Commissioner, 70 T.C. 352, (1278)

In Retired Toaﬂhgrs Legal Defensae Pund, Iucnﬂpetitioneg'
Commissioner of internal Revenue, Res popdunt {RTLDE) 78
280-291, the court reviews the tax exempt status of an
orgaviization whose primary activity included initiating a lawsuit
aired at protecting the financial stabi]ity of a tweacher's
retirement system and the contributions and pensions of retiree
members of this svsitom,

V.
usTe,
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In addition to initiating litigation, the organization
distributes a newsletter through which retirees are informed
of the stability of the pension fund assets. Contributions
have been solicited from the 105,000 membership to finance the
litigation initiated by RTLDF's president.

In denying exemption to this organization, the court stated
tYat "RTLDF's primary activity involved litigation against the
t.ustees of the pension fund in order to protect the members
interests. The main foci of the benefits of this organization
and operation ar - the retirces of this system." The court
further stated that "while near y one-third of the recipients
of these benefits are poor and disabled, over two-thirds of
the members do not fall within this category." The court also
stated "the provision of free lecgal services to persons who
are not poor is not an crcupt purpose."

2ne of the major regquirements tha' an organizalion seexing
exempltion under section 501 (<) (3) sust mect 1s that it serves
public rather than prnvatn i ~estis, Aalthouah RTLDE had 105,000
members participating in the svsten, the court held ;hat the
public berefit received was tee ramcte.  Similarly, in Ginsberg
V. Commissioner, +4o 1'.7. 47 (1965), the court held that an
assodiaticn wnoesc princical purpese was to dredje certain
waterways scrved to benefit adiacent preperty owners cor dwellears
and that "Any chjcctive to bercfit the general pull c by
providing a stovm haven for «ma craft...was a sccondary one."
46 T.C. at S5.

In Chri ;}3117§}(“ ardship Assisionce ver _Cemnissicner, 70
USTC 05 an ozganlnagloHWEEEV"'>iq—?;vvnﬂvxf—pjhnnxng advice
to w ath' individuals applicd “or exernptlon under section
501(c)(3). 'The court staved vhat thess activities served

the private interests of the iniividuals receiving Lwnanpial
planning and investment advice ratherr than cxclusively public
interests as vrequired by sccticn 01 (¢}

(3). ~The ‘ouxt also
held that providing financial and tax planning advice w ere

normally activities conducted by ccomercial ontities

not exclusively educational wiithin the seaning of s

i g
501 (c)(3). uUnder these circumstances, Lhe court held that this
organization was not entitled to cremption undew scotion

501 (ec)(3).

Our review of the Articles of Tncorporation filed with the State
of HIIEEE o B 0 Cicates that  while the
necessary language is included in this deocument, the paragraphs
appear to hav: been "pastcd” into the original d curaent. and

we have been unable to determine whether this  document has

been properly filed and approved Ly the sState  authorities.



I -6~

Therefore, we have de .ermined that yéu have not demonstrated
that you meelt the organizational test required to be exempt
under section 501(c)(3).

You state in your application that I is a2 non-profit
educational organization that seeks to address the grievances
of trust creators and bheneficiaries regarding the methods used
by commercial banks in handling trusts and estates. You also
indicates that "I s coal is to initiate reform of
trust/estate administration by providing educational materials
to any individual that has a personal trust that is managed

by a commercial bank."

These activities are similar to those conducted by the
crganization in Retired Teachers Legal Defense Fund, Inc., where
the couvrt determined thatlt the educational acL1v1t1es only served
a seyment cf the public and therefore did not <~ome within the
meaning of the term '"educational" as defined in section
1.501{(c)(2){(d)(3) of the regulations. The distribution of your
newslattoer only recachaes a begmcnt of the general public
interested in estate and Lrust matters rather than the public

ot large.

Also, like the organization described in 2TLDF, your president
has drafted legislation which is pending in a HIIIIIINGEDIEEE
legislative body which is aimed at changing the way banks
administer estates and trusts. Your legislative activities
only provide assistance to that segment of the community that
is involved with estates and trusts. Like the organizations
discussed in the cited precedents, the public benefit provided
Ly ' s aclivities is too remote to meet the "ope ated
exclusively for a public purpose' requirement of section
501{c)(3).

In addition, like the organization described in Christian
Stewardship Assistance, Inc., distributicn of estate reform
information serves the private interests of the recipients rather
than exciusgively public purposes. This activity is also one

that is necrmally conducted by commercial tfinancial planning

and similar companics. By providing this information to these
individuals, I i:s operating for a substantial nonc"~mpt
purposc which also defeats exenption under section 501(c)(3).

Thus, basced on the information supmitted, we heve determined
that you are not organized or operated exclusively for one cr
more purposces described in scction 501{c)(3). Therefore, wve
have concluded that you are not entitled to exempticn under
this scction.
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In accordance with this determination, you are required to file
federal income tax returns on Form 1120.

Contributions to your organization are not deductible by donors
under section 170{(c){(2) of the Code.

In accordance with the provisions of section 6104(c) of the
Code, a copy of this letter will be sent to the appropriate
state officials.

If you do not agree with our determination, you may reqguest
consideration of this matter by the Office of Regional Director
of Appeals. To dn this, you should file a written appeal, as
explained in the enclosed Publication 892. Your appeal should
give the facts, law, and any other information to support your
position. TIf you want a hearing, please reguest it when you
file your appeal and you will be contacted to arrange a date.
The hearing may be held at the regional office, or, if you
request, at any mutually convenient district office. If .you
will be represented by someone who is not one of your principal
officers, that person will need to file a power of attorney

or tax information authorization with us.

If you don't appeal this determination within 30 days from the
date of this letter, as explained in Publication 892, this letter
will become our final determiration in this matter. Turther,
if vyou do not appeal this determination in a timely manner,

it will be considered by the Internal Revenue service as a
failure to exhaust administrative remedies.

Section 7428(h)(2) of the Code provides, in part, that "A
declaratory judgment or decree under this section shall not

be issued in any proceeding unless the Tax Court, the Claims
Court, or the district court of the United States for the
District _of Columbia determines that the organization involved
has exhausted all administrative remedies available to it within
the Internal Revenue Service.

Appeals which do not contain all the documentation required
by Publication 892 will be returned for completion.
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If you have any guestions, please contact the person whose name
and telephone number are shown in the heading of this letter.

Sincerel ours

District Director

Enclosure: Publicaticon 892

cc: I






